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Business Impact Analysis

Agency Name: _Ohio Liguor Control Commission

Regulation/Package Title: Miscellaneous reguirements concer ning beer, wine and mixed
bever ages, consent for importing alcoholic bever agesfor resale, and limitations on
advertising; per missible sponsor ship of athletic events tour naments, concerts, shows and
entertainment by a manufacturer of alcoholic bever ages.

Rule Number(s): _4301:1-1-22, 4301:1-1-24, 4301:1-1-43, 4301:1-1-71

Date 10-1-12

Rule Type:
[l New e 5-Year Review
e Amended [1 Rescinded

The Common Sense Initiative was established by Executive Order 2011-01K and placed
within the Office of the Lieutenant Governor. Under the CSI Initiative, agencies should
balance the critical objectives of all regulations with the costs of compliance by the
regulated parties. Agencies should promote transparency, consistency, predictability, and
flexibility in regulatory activities. Agencies should prioritize compliance over punishment,

and to that end, should utilize plain language in the development of regulations.

Regulatory | ntent

1. Pleasebriefly describe the draft regulation in plain language.
Please include the key provisions of the regulation as well as any proposed amendments.

Rule 4301:1-1-22 describes requirements for importing alcoholic beverages for resalein
Ohio.
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Rule 4301:1-1-24 describes miscellaneous beer, wine, and mixed beverage requirements and
establishes restrictions for securing and maintaining alicense to distribute alcoholic
beveragesin Ohio.

Rule 4301:1-1-43 describes limitations on the furnishing of signs, eguipment, advertising and
return of merchandise as well as prohibited practices related to cash deposits or prepayment
for alcohol beverages.

Rule 4301:1-1-71 describes circumstances under which rules governing advertising do not
prohibit manufacturers of alcoholic beverages from sponsoring athletic events or tournaments
and clarifies permissible sponsorship of events, concerts, shows and entertainment by
manufacturers of alcoholic beverages.

Please list the Ohio statute authorizing the Agency to adopt thisregulation.
Ohio Revised Code 4301.03

Doestheregulation implement a federal requirement? Isthe proposed regulation
being adopted or amended to enable the state to obtain or maintain approval to
administer and enforce afederal law or to participatein afederal program?

If yes, please briefly explain the source and substance of the federal requirement.

No.

If the regulation includes provisions not specifically required by the federal
government, please explain therationale for exceeding the federal requirement.

This question is not applicable to the rules.

. What isthe public purposefor thisregulation (i.e., why doesthe Agency feel that there
needsto be any regulation in thisarea at all)?

These rules generally reflect the policy and intent of the Commission to maintain effective
control over the sale and distribution of alcoholic beverages and to prevent abuses caused by
the disorderly and unregulated sale of such products. Alcoholic beverages are a unique
product that reguire strict regulation to promote temperance by preventing consumption by
underage persons and by discouraging abusive consumption by adults, to promote orderly
markets by requiring transparent, accountable and stable distribution, to prevent unfair
competition and to facilitate the collection of taxes related to the sale and consumption of

such products.

Rule 4301:1-1-22 requires consent for importing alcoholic beverages for resalein Ohio. The
rule maintains the consistency and integrity of the 3-tier system in Ohio: manufacturers,
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wholesalers, and retailers. The rule ensures that taxes are collected and that alcoholic sales
are not made to minors and also ensures the quality of products imported for public

consumption.

Rule 4301:1-1-24 outlines requirements for securing and maintaining alicense to distribute
alcoholic beveragesin Ohio. The rule ensures the qualifications for distributors of alcoholic
beverages and serves to protect the public.

Rule 4301:1-1-43 helps implement Ohio Revised Code Sections 4301.22 (Rules for sales of
beer and intoxicating liquor under all classes of permits and from state liquor stores) and
4301.24 (Rules for manufacturers and wholesale distributors). The various marketing
restrictions are designed to prevent aggressive marketing strategies that could promote higher
consumption. Other requlations set strict limits on the interactions between and among the
three tiers of the alcohol distribution system. The regulations are designed to ensure that one
tier of the system is not able to put undue economic pressure on another tier to gain a
competitive advantage, and that no onetier is alowed to grant favorable treatment of
individual members of another tier. This ensures fair competition among manufacturers,
wholesalers, and retailers. The cash laws are designed to prevent one level of the distribution
system from being able to control another level through the issuance of denial of credit,
which results in aggressive sales practices to the detriment of the public.

Rule 4301:1-1-71 helps implement Ohio Revised Code Sections 4301.03(E), which pertains
to advertising concerning the sale of beer and intoxicating liquor, and establishes an
exception to the general rule to allow manufacturers of acoholic beverages to sponsor
athletic events or tournaments at a particular retail premise. The rule also creates an
exception to alow manufacturers of alcoholic beverages to sponsor events, concerts, shows
and entertainment at a particular liguor permit premise provided that the primary purpose of
the permit premise is to provide events, concerts, shows, and other entertainment to the
genera public, and is not to sell alcoholic beverages.

6. How will the Agency measur e the success of thisregulation in terms of outputs and/or
outcomes?

The provisions in these rules are already implemented. The Division of Liguor Control
monitors the sale and distribution of alcoholic beveragesin Ohio. The Department of Public
Safety, |nvestigative Unit, may investigate and enforce these provisions.

Development of the Regulation
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7.

10.

11.

12.

Please list the stakeholdersincluded by the Agency in the development or initial review
of thedraft regulation.

| f applicable, please include the date and medium by which the stakeholders were initially
contacted.

The Commission requested written comments from stakeholders by May 9, 2012. The
Commission solicited comments from the Division of Liquor Control and the Department of
Public Safety as the two state agencies directly impacted by the Commission Rules. The
Commission allowed public testimony at a public meeting on July 12, 2012.

What input was provided by the stakeholders, and how did that input affect the draft
regulation being proposed by the Agency?

The Commission did not receive any comments that recommended any changes to these
rules.

The Commission received comment from one stakeholder which specifically requested that
the rules not be changed.

Copies of the written comments received by the Commission are attached.

What scientific data was used to develop therule or the measur able outcomes of the
rule? How doesthisdata support theregulation being proposed?

This question does not apply to the proposed rule.

What alternative regulations (or specific provisionswithin the regulation) did the
Agency consider, and why did it deter mine that these alter natives wer e not
appropriate? If none, why didn’t the Agency consider regulatory alternatives?

The Commission did not consider alternative regulations. Alternative regulations do not
need to be considered as the current regul ations are meeting the state’ s intended policy goals.

Did the Agency specifically consider a perfor mance-based regulation? Please explain.
Performance-based regulations define the required outcome, but don’t dictate the process
the regulated stakeholders must use to achieve compliance.

The Commission did not consider performance-based regulation as the rule is not for
performance, but rather to ensure compliance with existing Ohio law and to continue a
system of regulation that exists to ensure effective control over the manufacturing,
distribution, and sale of alcohol beverages.

What measures did the Agency take to ensurethat thisregulation does not duplicate an
existing Ohio regulation?

This rule does not duplicate any existing state regul ation.
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13. Please describe the Agency’ s plan for implementation of theregulation, including any
measur esto ensur e that the regulation is applied consistently and predictably for the
regulated community.

The provisions of the rule are currently in effect and do not require any change in order to

implement existing reqgulations. The rulesimpact all Ohio liquor permit holdersin each tier

of the system and are entirely consistent with the broader policy goals of the 3-tier system of

alcohol beverage requlatory control.

Adverse I mpact to Business

14. Provide a summary of the estimated cost of compliance with therule. Specifically,
please do the following:

a.

| dentify the scope of theimpacted business community;

Thedirectly impacted business community includes all classes of liquor permit
holders and all 3tiers of the current system from manufacturers to wholesalers to
retailers.

I dentify the natur e of the adver se impact (e.g., license fees, fines, employer time
for compliance); and

Thereis no adverse impact from the requlation, except alimited adverse impact such
as reasonable compliance costs. However, the Commission does not have datato
provide a quantified potential impact.

Quantify the expected adver se impact from the regulation.

The adverse impact can be quantified in terms of dollars, hoursto comply, or other
factors; and may be estimated for the entire regulated population or for a
“representative business.” Please include the source for your information/estimated
impact.

Each manufacturer, retailer and distributor is reguired to comply with these existing
regulations.

15. Why did the Agency determine that the regulatory intent justifies the adver se impact to
theregulated business community?

These rules are a significant part of the 3-tier system of regulatory control in Ohio. The

system is designed to provide a balanced, transparent, and accountable method of

alowing the state to requlate the sale of alcoholic beverages.
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Regulatory Flexibility

16.

17.

18.

Doestheregulation provide any exemptions or alter native means of compliance for
small businesses? Please explain.

No. Therules areintended to create alevel playing field for al market participants,
regardless of size.

How will the agency apply Ohio Revised Code section 119.14 (waiver of finesand
penaltiesfor paperwork violations and first-time offender s) into implementation of the
regulation?

Ohio Revised Code 119.14 is not applicable to the proposed rule as there is no penalty
associated with the paperwork necessary pursuant to the rule.

What resour ces are available to assist small businesses with compliance of the
regulation?

The Commission website at: http://lIcc.ohio.gov
The Commission main office at: 77 S. High Street, 18" Floor, Columbus, OH 43215

The Commission phone number at: 614-466-3132

The Commission fax number at: 614-466-4564

Quarterly public hearings.
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